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Summary  of  Recommendations 


The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  branch's  response  thereto,  and  a  reference  to  the  supporting  comments. 


Recommendation  #1 


Recommendation  #2 


Recommendation  #3 


We  recommend  the  branch  record 
revenue  and  the  costs  associated 
with  the  Montana  Judges'  Retire- 
ment System  in  its  accounting  records. 


Agency  Response:   Concur.   See  page  30. 

We  recommend  the  branch  establish 
procedures  to  ensure  collections 
are  accounted  for  and  deposits  are 
made  according  to  state  law 


Agency  Response:   Concur.   See  page  30. 

We  recommend  the  branch  implement 
procedures  to  ensure: 


A.     Employees  cannot  record  and  approve 
a  transaction. 


Agency  Response:  Concur.   See  page  30. 

B.     ACF2  access  violation  reports  are 
reviewed  by  someone  other  than  the 
security  officer 


Recommendation  #4 


Agency  Response:   Concur.   See  page  30. 
We  recommend  the  branch: 


A.  Research  whether  meal  reimbursements 
and  personal  use  of  vehicles  provided 
to  district  judges  are  taxable  income 

to  the  judges,  and 

Agency  Response:   Concur.   See  page  31. 

B.  If  determined  to  be  taxable  income, 
establish  procedures  to  ensure  that 
taxable  reimbursements  and  taxable 
fringe  benefits  to  judges  are  reported.  . 


Agency  Response:   Concur.   See  page  31. 
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Summary  of  Recommendations 


Recommendation  #5 


We  recommend  the  branch  submit  operating 
plan  amendments  to  ensure  compliance  with 
appropriation  laws 


12 


Page  vi 


Agency  Response:   Concur.   See  page  31. 


Recommendation  #6 


We  recommend  the  branch  implement 
review  procedures  to  ensure  all 
financial  activity  is  recorded 
correctly  on  SBAS  in  accordance 
with  state  law 


13 


Agency  Response:   Concur.   See  page  31. 


Recommendation  #7 


We  recommend  the  branch  seek 
legislation  to  change  the  number 
of  members  on  the  Board  of  Bar 
Examiners  or  grant  the  Supreme 
Court  authority  to  determine  the 
number  of  members  on  the  board. 


14 


Agency  Response:   Concur.   See  page  31. 


Recommendation  #8 


We  recommend  the  branch  work  with 
the  legislature  to  obtain  authority 
to  charge  personal  service  expendi- 
tures to  the  programs  that  receive 
the  benefit 


15 


Agency  Response:   Concur.   See  page  31. 


Introduction 


Intniductioo 


We  performed  a  financial-compliance  audit  of  the  Judicial 
Branch  (branch)  for  the  two  fiscal  years  ended  June  30,  1990. 
The  audit  objectives  were  to: 


1.  Determine  the  branch's  compliance  with  applicable  laws  and 
regulations. 

2.  Make  recommendations  for  improvements  in  the  manage- 
ment and  internal  controls  of  the  branch. 

3.  Determine  if  the  financial  schedules  present  fairly  the 
results  of  operations  of  the  branch  for  the  two  fiscal  years 
ended  June  30,  1990. 

4.  Determine  the  implementation  status  of  prior  audit  recom- 
mendations. 

This  report  contains  eight  recommendations  to  the  branch. 
These  recommendations  address  areas  where  the  branch  can 
improve  management  controls,  financial  reporting,  and  compli- 
ance with  laws  and  regulations.   Other  areas  of  concern  not 
having  a  significant  effect  on  the  successful  operations  of  the 
branch  are  not  included  in  this  report,  but  have  been  discussed 
with  management.    In  accordance  with  section  5-13-307,  MCA, 
we  analyzed  and  disclosed  the  costs,  if  significant,  of  imple- 
menting the  recommendations  made  in  this  report. 


Backgn>und 


The  Constitution  of  the  State  of  Montana  vests  the  judicial 
power  of  the  state  in  a  Supreme  Court,  district  courts,  justice 
courts,  and  such  other  courts  as  may  be  provided  by  law.   The 
Supreme  Court,  consisting  of  a  chief  justice  and  six  associate 
justices,  has  appellate  jurisdiction,  and  may  issue,  hear,  and 
determine  appropriate  writs.   The  chief  justice  is  the  head  of 
the  Supreme  Court.    The  court  administrator,  appointed  by  the 
Supreme  Court,  serves  as  its  administrative  officer.   The 
Supreme  Court  also  has  general  supervisory  control  over  all 
other  courts  and  may  make  rules  governing  appellate  procedure, 
practice  and  procedure  for  all  other  courts,  admission  to  the  bar, 
and  conduct  of  its  members.    The  rules  of  procedure  are  subject 
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to  disapproval  by  the  legislature  in  either  of  the  two  sessions 
following  promulgation. 

Supreme  Court  justices  and  district  court  judges  are  elected  to 
office  in  nonpartisan  elections.   Their  terms  of  office  and  the 
procedure  for  filling  vacancies  on  the  court  are  established  in 
the  Constitution  and  by  statute.   The  legislature  determines 
salaries  for  the  justices  and  district  court  judges,  establishes 
judicial  districts  and  provides  for  the  number  of  judges  in  each 
district.   Currently  there  are  36  district  court  judges  in  20 
judicial  districts. 

The  Clerk  of  the  Supreme  Court  is  elected  to  office  on  a  par- 
tisan ballot.    His  duties  are  specified  by  law  and  include  main- 
taining records  and  files  for  the  Supreme  Court  and  collecting 
various  court  fees.   The  Law  Librarian  is  appointed  by  the 
Supreme  Court  to  develop  and  maintain  the  law  library  collec- 
tion and  library  services. 

The  branch  is  divided  into  five  programs  for  fiscal  management 
with  a  total  authorized  full-time  staffing  level  of  90.50  for  fiscal 
year  1989-90.    A  description  of  each  program  follows: 

1.  The  judiciary  program  consists  of  the  costs  of  operation  of 
the  Supreme  Court  and  the  Clerk  of  the  Supreme  Court. 

2.  The  boards  and  commissions  program  accounts  for  expendi- 
tures for  the  boards  and  commissions  established  either  by 
statute  or  the  Supreme  Court  to  perform  various  services 
required  to  support  the  judiciary  within  the  state. 

3.  The  law  library  program  accounts  for  the  operation  of  the 
State  Law  Library.   The  library  is  maintained  for  use  by 
members  of  the  Supreme  Court,  legislature,  state  officials, 
and  state  employees.   The  library  is  also  available  to  mem- 
bers of  the  bar  and  the  general  public. 

4.  The  district  court  program  accounts  for  the  payment  of 
salaries  and  travel  expenses  for  district  court  judges. 

5.  The  water  courts  supervision  program  accounts  for  the 
expenditures  of  the  water  courts. 


Page  2 


Prior  Audit  Recommendations 


Prior  Audit  Recommen-  Our  prior  audit  report,  for  the  two  fiscal  years  ended  June  30, 

dations  1988,  contained  four  recommendations  still  applicable  to  the 

branch.   The  branch  implemented  one  recommendation  and  par- 
tially implemented  three. 

Two  of  the  recommendations  not  fully  implemented  concern 
recording  revenue  and  expenditures  for  the  Montana  Judges' 
Retirement  System  (page  4)  and  establishing  procedures  to 
ensure  all  financial  activity  is  recorded  in  accordance  with  state 
law  (page  12).   The  third  recommendation  not  fully  imple- 
mented concerns  the  balance  of  the  contingent  revolving  fund. 
This  issue  was  discussed  with  management  and  is  not  included 
in  this  report. 
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Findings  and  Recommendations 


Montana  Judges' 
Retirement  System 


The  branch  receives  money  from  certain  district  court  filing 
fees  and  Supreme  Court  fees  as  specified  by  state  law.    Part  of 
the  money  received  is  used  to  fund  the  Montana  Judges'  Retire- 
ment System  (MJRS).   Section  19-5-404,  MCA,  requires  the 
branch  to  contribute  court  fees  collected  under  section  25-1- 
201,  MCA,  in  an  amount  equal  to  31  percent  of  salaries  paid  to 
district  judges  and  Supreme  Court  justices  and  one-fourth  of 
the  Supreme  Court  fees  collected  under  section  3-2-403,  MCA, 
to  the  MJRS  and  deposit  the  balance  in  the  General  Fund. 


In  fiscal  year  1988-89,  the  branch  deposited  these  moneys 
directly  in  the  MJRS  fund  at  the  Public  Employees'  Retirement 
Division  (PERD),  Department  of  Administration.    In  fiscal  year 
1989-90,  the  branch  recorded  the  revenue  for  the  fees  but  then 
reversed  the  revenue  amount  when  the  money  was  deposited  in 
the  MJRS  fund  at  PERD.    In  both  fiscal  years,  the  branch  did 
not  reflect  the  revenue  for  the  receipt  of  the  fees  and  the 
expenditure  for  the  disbursement  to  PERD  on  the  state's 
accounting  system.   The  Montana  Judges'  Retirement  System 
was  established  for  district  court  judges  and  Supreme  Court 
justices.    Because  both  judges  and  justices  are  employees  of  the 
branch,  the  branch  is  the  appropriate  agency  to  account  for  the 
fee  revenue  and  reflect  the  costs  associated  with  funding  the 
MJRS. 

The  branch  procedures  resulted  in  an  understatement  of  reve- 
nues and  pension  expenditures  of  approximately  $513,275  in 
fiscal  year  1988-89  and  $546,412  in  fiscal  year  1989-90.   This 
also  results  in  an  adverse  opinion  on  the  branch  financial 
schedules  shown  on  pages  20  through  23.   To  properly  record 
the  transactions,  the  branch  would  require  appropriation  author- 
ity, but  no  additional  money.   The  appropriation  authority  could 
be  provided  through  a  statutory  appropriation. 

The  issue  has  been  noted  in  our  four  previous  audit  reports. 
The  branch  has  concurred  with  our  recommendation,  but  noted 
legislative  action  would  be  required  to  obtain  the  appropriation 
authority.    Legislation  has  been  passed  during  the  52nd 
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Legislative  Assembly  to  provide  statutory  appropriation  author- 
ity to  the  branch. 


Recommendation  #1 

We  recommend  the  branch  record  revenue  and  the  costs 
associated  with  the  Montana  Judges'  Retirement  System  in 
its  accounting  records. 


Cash  Controls  During  fiscal  year  1989-90,  the  library  collected  approximately 

$130,900  for  services  it  provides  to  library  users.    Library 
personnel  do  not  restrictively  endorse  checks  upon  initial  receipt 
or  prepare  a  log  of  receipts.    Personnel  deliver  the  money  the 
library  receives  to  the  court  administrator's  office.    We  noted 
one  individual  in  the  court  administrator's  office  is  responsible 
for  receiving  the  money  from  the  library,  depositing  the  money 
in  t'le  state  treasury,  and  recording  the  revenue  on  the  Statewide 
Budgeting  and  Accounting  System  (SBAS).   State  accounting 
policy  requires  the  branch  to  establish  proper  controls  which 
would  separate  recordkeeping  and  custodianship  of  state  collec- 
tions and  deposits.   By  consolidating  these  responsibilities  in  one 
person,  the  branch  increases  the  risk  of  not  preventing  or  detec- 
ting errors  and  irregularities  that  may  occur. 

We  reviewed  30  deposits  of  amounts  greater  than  $500  and 
found  17  instances  where  the  deposits  were  not  made  in  accor- 
dance with  state  law.   Section  17-6-105,  MCA,  requires  all 
money  received  to  be  deposited  in  the  state  treasury  whenever 
the  collections  exceed  $500.    Both  library  and  court  adminis- 
trator's office  personnel  said  that  money  received  in  the  library 
is  not  taken  to  the  administrator's  office  until  the  amount 
reaches  $500  or  at  least  twice  a  week.    We  determined  that  once 
the  money  was  received  in  the  court  administrator's  office  it  was 
not  deposited  for  up  to  14  days.    Each  day  the  branch  delayed 
depositing  money  it  received,  we  estimate  the  state  General 
Fund  lost  $30  in  interest  earnings.    Untimely  deposits  also 
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increase  the  risk  of  loss  or  misuse  of  funds.    Personnel  in  the 
court  administrator's  office  indicated  they  do  not  always  have 
time  to  prepare  and  make  deposits  each  day. 

To  improve  the  accounting  controls  over  cash  receipts,  the  law 
library  should  restrictively  endorse  checks  received  at  the 
library  and  prepare  a  log  of  the  receipts.    Library  personnel 
should  also  take  the  receipts  to  the  court  administrator's  office 
daily,  regardless  of  the  amount  received.   The  court  adminis- 
trator's office  should  then  prepare  a  deposit  on  a  daily  basis,  if 
necessary.   Law  library  personnel  should  then  compare  their  log 
to  deposits  made  by  the  court  administrator's  office  to  ensure  all 
library  receipts  have  been  deposited.   Such  a  procedure  would 
compensate  for  the  incompatible  duties  without  requiring  addi- 
tional personnel  costs. 


Recommendation  #2 

We  recommend  the  branch  establish  procedures  to  ensure 
collections  are  accounted  for  and  deposits  are  made 
according  to  state  law. 


Electronic  Data 
Processing  (EDP) 
Controls 


Access  controls  are  safeguards  designed  to  ensure  the  integrity 
of  computer  generated  data.    Access  controls  include  controls 
established  by  the  branch,  as  well  as  those  governed  by  ACF2, 
the  state's  mainframe  computer  security  software.    The  state 
requires  a  user  identification  number  (ID)  in  order  to  access  the 
on-line  edit  and  entry  system  to  input  information  electronically 
on  SBAS.   This  control  limits  access  to  authorized  users.   We 
found  that  a  supervisory  employee  in  the  court  administrator's 
office  responsible  for  approving  accounting  transactions  is 
authorized  two  IDs.   The  employee  can  use  one  ID  to  input 
information  and  can  use  the  other  ID  to  approve  the  same 
information.    As  a  result,  the  supervisory  employee  can  enter  a 
transaction  on  SBAS  and  also  approve  the  transaction.   The  state 
specifically  established  a  control  in  the  on-line  edit  and  entry 
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system  so  that  one  individual  would  not  enter  and  approve  a 
transfer  warrant  claim.    However,  the  employee  can  circumvent 
this  control  since  he  has  two  IDs.    Personnel  stated  it  was  less 
time  consuming  than  explaining  the  transaction  to  other 
accounting  personnel.    However,  since  the  employee  approves 
transactions  he  prepares,  errors  and  irregularities  may  not  be 
detected. 


In  addition,  the  supervisory  employee  is  also  the  ACF2  security 
officer  and  has  access  to  all  data  and  programs  within  the 
branch.    He  is  also  the  only  one  to  review  access  violation 
reports  for  the  branch.   Although  a  security  officer  is  respon- 
sible for  implementing  system  security,  he  should  not  be  the 
only  one  monitoring  the  proper  levels  of  security  or  reviewing 
access  violations  reports. 

Branch  personnel  stated  the  court  administrator's  office  has  few 
employees  with  an  understanding  of  EDP.    Personnel  indicated 
in  order  to  ensure  other  controls  were  in  place,  some  incompat- 
ible functions  were  necessary  for  the  supervisory  employee. 
However,  in  order  to  establish  security  over  data  processing,  the 
branch  should  require  the  person  approving  accounting  trans- 
actions not  be  the  one  preparing  the  document.    It  should  also 
implement  procedures  to  disallow  use  of  two  IDs  for  one 
employee  and  require  another  employee  besides  the  security 
officer  to  review  ACF2  access  violation  reports. 


Recommendation  #3 

We  recommend  the  branch  implement  procedures  to  ensure: 

A.  Employees  cannot  record  and  approve  a  transaction. 

B.  ACF2  access  violation  reports  are  reviewed  by  some- 
one other  than  the  security  officer. 
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Reportable  Income  to 
District  Judges 


Section  3-5-215,  MCA,  provides  that  district  court  judges  shall 
be  paid  actual  and  necessary  expenses  if  judges  travel  to  a 
county  in  their  district,  other  than  the  county  in  which  they 
reside,  in  order  to  conduct  judicial  business.   The  branch 
provides  leased  vehicles  to  ten  of  the  district  court  judges  for 
travel  to  county  courts  in  their  judicial  districts.    The  branch 
pays  for  maintenance,  insurance,  license,  and  title  fees  on  the 
vehicles.   The  judges  are  also  given  credit  cards  to  purchase 
gasoline  and  pay  for  maintenance  on  the  vehicles.    Federal 
income  tax  regulations  state,  if  an  employer  ".  .  .  provides  a 
car.  .  .to  you,  your  personal  use  of  the  car  is  a  taxable  noncash 
fringe  benefit."   Personal  use  includes  commuting  expenses  from 
home  to  the  regular  place  of  work,  no  matter  how  far  the  com- 
mute is  from  work.    For  example,  one  district  court  judge 
commutes  1 14  miles  each  day  from  home  to  work  and  home 
again.    Federal  regulations  further  require  the  employer 
".  .  .must  determine  the  actual  value  of  this  fringe  benefit  to 
include  in  income."   We  noted  the  branch  does  not  have  proced- 
ures to  determine  judges'  personal  use  of  these  vehicles.    As  a 
result,  the  branch  has  not  reported  all  taxable  income  to  the 
judges,  if  any,  related  to  the  personal  use  of  the  leased  vehicles. 


In  addition,  we  found  district  court  judges  are  reimbursed  each 
day  for  meals  when  they  travel  from  home  in  one  county  to  hold 
court  in  another  county  in  their  district  and  return  home. 
According  to  the  Internal  Revenue  Service  (IRS),  meal  expenses 
paid  to  employees  not  away  from  home  must  be  reported  as 
income  to  the  employees.   The  IRS  describes  "away  from  home" 
as  being  away  substantially  longer  than  an  ordinary  day's  work 
and  rest  is  required  to  meet  the  demands  of  work.   We  noted  an 
example  where  one  judge  was  reimbursed  $665  in  calendar  year 
1989  and  $807  in  calendar  year  1990  for  taxable  meals  which 
were  not  reported  as  income  to  that  judge  by  the  branch. 

The  branch  does  not  require  judges  to  report  personal  use  of  the 
vehicles  because  they  believe  the  judges,  as  elected  officials,  are 
in  public  service  at  all  times  and  would  not  be  considered  as 
having  personal  use  of  the  vehicles.   Personnel  also  stated  the 
reimbursement  for  meals  did  not  cover  the  actual  cost  of  the 
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meals  and;  therefore,  did  not  report  the  income  to  the  judges. 
However,  we  believe  the  meal  reimbursements  while  not  away 
from  home  and  personal  use  of  vehicles,  including  commuting 
are  income  to  the  judges  under  IRS  regulations.    Further,  both 
the  state  and  the  judges  incur  tax  liabilities  on  the  nontaxed 
fringe  benefit.   The  branch  should  research  this  issue  further  or 
should  obtain  a  ruling  from  the  IRS  to  determine  whether  the 
meals  and  use  of  the  vehicle  are  reportable  taxable  income  to  the 
judges.    The  judges  are  required  to  provide  a  monthly  itemized 
statement  of  actual  and  necessary  travel  expenses  related  to 
judicial  business.   The  judges  could  report  the  personal  and 
commuting  use  of  the  cars  on  this  statement.   The  statement  also 
identifies  meal  allowances.   The  branch  could  use  this  statement 
to  determine  the  value  of  the  personal  use  of  the  vehicles  and 
the  meal  allowance.   If  determined  to  be  taxable  income,  it 
should  then  include  this  income  on  the  judges  W-2  forms. 


Recommendation  #4 

We  recommend  the  branch: 

A.  Research  whether  meal  reimbursements  and  personal 
use  of  vehicles  provided  to  district  judges  are 
taxable  income  to  the  judges,  and 

B.  If  determined  to  be  taxable  income,  establish 
procedures  to  ensure  that  taxable  reimbursements 
and  taxable  fringe  benefits  to  judges  are  reported. 


State  Compliance  As  part  of  our  audit,  we  evaluated  the  branch's  compliance  with 

applicable  state  laws  and  policies.   The  following  sections 
discuss  compliance  issues  we  noted. 
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Compliance  with  Operat- 
ing Budget  Requirements 


According  to  House  Bill  100,  Laws  of  1989,  "Expenditures  by  a 
state  agency  must  be  made  in  substantial  compliance  with  an 
operating  budget  approved  by  an  approving  authority."   The 
chief  justice  of  the  Supreme  Court  is  the  approving  authority 
for  the  Judicial  Branch.   The  house  bill  defines  substantial 
compliance  as  no  expenditure  category  in  an  approved  operating 
budget  may  be  overspent  by  more  than  5  percent.   The  house 
bill  also  states  each  operating  budget  must  include  expenditures 
for  each  program  detailed  at  least  by  the  categories  of  personal 
services,  operating  expenses,  equipment,  benefits  and  claims, 
grants,  transfers,  and  local  assistance.   The  branch  is  required  to 
record  this  operating  budget  or  plan  and  any  approved  changes 
on  the  Statewide  Budgeting  and  Accounting  System  (SBAS). 
The  house  bill  further  requires  that  no  funds  appropriated  for 
personnel  services  may  be  expended  under  any  other  category. 


Fiscal  year  1989-90  expenditures  in  the  Boards  and  Commissions 
program  and  the  District  Court  Operations  program  exceeded 
the  approved  operating  budget  by  greater  than  5  percent  for  one 
of  the  established  categories.    In  addition,  the  branch  used  $285 
of  the  remaining  personal  services  category  budget  to  fund  the 
overexpended  operating  expense  category  in  the  Boards  and 
Commissions  program.   Total  expenditures  did  not  exceed 
appropriation  authority  in  the  fiscal  year.   The  details  are  out- 
lined in  the  table  below. 
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Table  1 

SchecJule 

of  Budget  vs 

.  Actual  Expenditures 

For  Fiscal  \ 

ear  1989-90 

Approved 

Operating 

Budget 

Actual 
Expenditures 

(Over) 

Under 

Spent 

Percent 
Over 
Expended 

FISCAL  YEAR  1989-90 

Boards  &  Conmissions 
Personal  Services 
Operating  Expenses 
Equipment 
Una  I  located 
Total 

$   87,393 

113,398 

3,600 

11.500 

$  215.891 

$   87,082 

128,292 

491 

0 

$  215.865 

$    311 

(14,894) 

3,109 

11.500 

$ 26 

13% 

District  Court  Operations 

Personal  Services   $2,210,993   $2,210,596 

Operating  Expenses     140,199     134,329 

Equipment                0       5.796 

Total          $2,351,192   $2,350,721 

Source:  Compiled  from  Judicial  Branch  records. 

$    397 
5,870 
(5.796) 
$    471 

100% 

By  exceeding  the  approved  operating  budgets,  and  using  the 
remaining  personal  services  budget  to  fund  operating  expendi- 
tures, the  branch  did  not  comply  with  section  7  of  House  Bill 
100.   Branch  personnel  had  submitted  an  appropriation  transfer 
for  the  Boards  and  Commissions  program,  but  had  not  allocated 
the  authority  to  the  categories.    Personnel  stated  they  monitored 
total  appropriation  balance  to  ensure  expenditures  did  not 
exceed  total  appropriations.    However,  they  did  not  monitor 
categories.   The  branch  could  submit  operating  plan  amendments 
to  transfer  authority  between  expenditure  categories.    It  could 
also  submit  program  transfer  documents  to  transfer  authority 
from  another  program  to  obtain  the  needed  operating  authority 
without  using  authority  budgeted  for  personal  services. 
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Recommendation  #5 

We  recommend  the  branch  submit  operating  plan  amend- 
ments to  ensure  compliance  with  appropriation  laws. 


Accounting  Issues  The  branch  uses  the  Statewide  Budgeting  and  Accounting 

System  (SBAS)  to  record  its  financial  activity  as  presented  in  the 
schedules  on  pages  20  to  23.   Section  17-1-102(4),  MCA,  directs 
state  agencies  to  input  all  necessary  transactions  to  the 
accounting  system  in  order  to  present  the  receipt,  use,  or  dis- 
position of  all  money  or  property  for  which  the  agency  is 
accountable  in  accordance  with  generally  accepted  accounting 
principles.   We  noted  the  following  instances  of  noncompliance 
with  this  statute: 

1.  In  fiscal  year  1988-89,  the  branch  improperly  recorded 
$5,785  of  fiscal  year  1987-88  expenditures  as  fiscal  year 
1988-89  expenditures.    As  a  result,  judiciary  program 
expenditures  are  overstated  in  the  General  Fund  by  $516 
and  overstated  in  the  Special  Revenue  Fund  by  $4,799  in 
fiscal  year  1988-89.   The  Boards  and  Commissions  program 
expenditures  are  understated  in  the  General  Fund  by  $4,643 
in  fiscal  year  1988-89.   The  Water  Courts  program  expendi- 
tures are  overstated  by  $324  in  the  Special  Revenue  Fund  in 
fiscal  year  1988-89.    Also,  prior  year  expenditure  adjust- 
ments are  understated  in  the  Special  Revenue  Fund  and 
overstated  in  the  General  Fund  by  the  same  amount. 

2.  In  fiscal  year  1989-90  the  branch  did  not  record  computer 
and  office  equipment  purchases  of  $70,250  as  fixed  assets. 
In  addition,  the  branch  has  not  recorded  the  law  library 
book  collection  for  purchases  made  prior  to  fiscal  year 
1988-89  as  fixed  assets  on  the  state's  accounting  records. 

3.  Law  library  personnel  made  errors  in  correcting  entries  to 
accounts  receivable  related  to  bills  sent  to  users  for  library 
charges.    As  a  result,  the  branch  understated  prior  year 
revenue  adjustments  by  $1,494  in  fiscal  year  1988-89. 
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4.      In  fiscal  year  1989-90,  the  branch  accrued  expenditure 
liabilities  related  to  law  library  legal  research  as  an  "A" 
accrual  for  services  provided  in  June  1990.   The  branch 
should  have  recorded  the  expenditure  as  a  "B"  accrual  since 
the  services  were  provided  prior  to  the  fiscal  year-end. 

The  branch  concurred  with  our  prior  audit  recommendation  to 
implement  procedures  to  ensure  financial  activity  is  recorded  in 
accordance  with  state  law.   Based  on  the  number  and  type  of 
errors  we  found,  we  believe  the  branch  has  not  fully  imple- 
mented the  recommendation.    Personnel  attributed  the  account- 
ing errors  to  staff  turnover  and  to  human  error.   The  branch 
should  implement  more  thorough  review  procedures  to  ensure 
transactions  are  recorded  correctly  on  SBAS. 


Recommendation  #6 

We  recommend  the  branch  implement  review  procedures  to 
ensure  all  financial  activity  is  recorded  correctly  on  SBAS 
in  accordance  with  state  law. 


Members  of  the  Board  of 
Bar  Examiners 


Section  37-61-102,  MCA,  authorizes  the  Supreme  Court  to 
appoint  five  members  of  the  state  bar  as  an  examining  board  of 
applicants  for  admission  to  the  bar.   There  are  seven  members 
currently  serving  on  the  board.    Branch  personnel  stated  the 
constitution  grants  the  Supreme  Court  general  supervisory 
control  to  regulate  admission  to  the  bar.    Personnel  further 
explained  the  statute  had  not  been  amended  since  1947  and  the 
court,  in  fulfilling  its  duties  under  the  constitution,  believed  it 
needed  seven  members  on  the  board.    Personnel  also  indicated 
the  branch  recovers  any  additional  costs  because  state  law 
requires  the  court  to  charge  an  examination  fee  commensurate 
with  the  cost  of  administering  the  bar  exam.   The  branch  should 
seek  legislation  to  amend  state  law  to  reflect  the  number  of 
members  currently  serving  on  the  board  or  to  allow  the  number 
of  members  to  be  determined  by  the  court. 
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Recommendation  #7 

We  recommend  the  branch  seek  legislation  to  change  the 
number  of  members  on  the  Board  of  Bar  Examiners  or 
grant  the  Supreme  Court  authority  to  determine  the 
number  of  members  on  the  board. 


Personal  Service 
Expenditures 


During  the  course  of  evaluating  payroll  we  identified  two 
employees  in  fiscal  year  1988-89  and  1989-90  whose  personal 
service  expenditures  were  charged  to  an  incorrect  program.    In 
both  instances  the  employees'  job  duties  were  not  completely 
related  to  the  program  charged.   The  court  administrator's  office 
accounting  technician's  salary  was  charged  to  the  water  courts 
supervision  program  in  the  Special  Revenue  Fund.    The 
accounting  technician  performs  accounting  functions  for  all 
branch  programs  and  only  a  portion  of  this  time  is  attributable 
to  the  water  courts  program.   The  budget/finance  officer  spends 
approximately  20  percent  of  his  time  providing  services  to  the 
boards  and  commissions  program  and  80  percent  of  his  time 
providing  services  to  the  judicial  operations  program.   This 
employee  had  100  percent  of  his  salary  charged  to  the  boards 
and  commissions  program.   As  a  result,  expenditures  are  mis- 
stated as  follows: 


Page  14 


Findings  and  Recommendations 


Tabl 

e  2 

Misclassif ied 

Per 

sonal  Services 

Fiscal 

Fiscal 

Year 

Year 

Program 

Water 

Courts 

Fund 
Special 
Revenue 

1988-89 
$17,000 

1989-90 
$17,000 

Boards  and 

General 

24,000 

24,000 

Conmissions 

Judiciary 

General 

(41,000) 

(41,000) 

Over(Under)stated 

Source: 

OLA 

estimates  based 

on 

Jud 

cial  Branch 

records 

Branch  personnel  stated  they  charged  the  salaries  to  inappro- 
priate programs  because  the  full-time  equivalent  (FTE)  positions 
were  funded  in  those  programs.   However,  the  legislature  appro- 
priates expenditure  authority  for  each  program  to  ensure 
program  objectives  can  be  met  and  expenditures  are  charged  to 
the  program  that  receives  the  benefit.   Therefore,  the  branch 
should  have  charged  personal  service  expenditures  to  the 
program  that  received  the  benefit. 


Recommendation  #8 

We  recommend  the  branch  work  with  the  legislature  to 
obtain  authority  to  charge  personal  service  e.xpenditures  to 
the  programs  that  receive  the  benefit. 
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Summary  of  Independent  Auditor's  Report 


Summary  of  Indepen-  The  financial  schedules  are  prepared  from  the  Statewide 

dent  Auditor's  Report  Budgeting  and  Accounting  System  (SBAS)  without  adjustments 

for  errors  noted  during  the  audit.   The  auditor's  opinion  issued 
in  this  report  is  intended  to  convey  to  the  reader  of  the  financial 
schedules  the  degree  of  reliance  which  can  be  placed  on  the 
amounts  presented. 

We  issued  an  adverse  opinion  on  the  Schedule  of  Changes  in 
Fund  Balance,  the  Schedule  of  Budgeted  Revenue  -  Estimate 
and  Actual,  and  the  Schedules  of  Budgeted  Program  Expendi- 
tures by  Object  and  Fund  presented  because  revenues  and 
expenditures  related  to  the  Montana  Judges'  Retirement  System 
are  not  recorded.   The  schedules  are  not  fairly  stated  and  the 
user  of  this  SBAS  information  cannot  rely  on  the  information 
presented. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^tfiti:  itt  iht  ^t^i&lnii'txt  ^ni^ititx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


We  have  audited  the  accompanying  financial  schedules  of  the  Judicial  Branch  for  each  of 
the  two  fiscal  years  ended  June  30,  1989  and  1990  as  shown  on  pages  20  through  26.   The 
information  contained  in  these  schedules  is  the  responsibility  of  Judicial  Branch  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  schedules  are  free  of  material  misstatement.    An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  schedules.   An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  schedule  presentation.    We  believe  that 
our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  Judicial  Branch  financial  schedules 
are  prepared  in  accordance  with  state  accounting  policy  and  are  not  intended  to  be  a  presentation 
in  conformity  with  generally  accepted  accounting  principles. 

The  Judicial  Branch  does  not  record  all  activity  associated  with  the  Montana  Judges' 
Retirement  System.    As  a  result.  General  Fund  revenues  and  expenditures  for  fiscal  years  1988- 
89  and  1989-90  are  understated  by  approximately  $513,275  and  $546,412,  respectively. 

In  our  opinion,  because  of  the  effect  of  the  matter  discussed  in  paragraph  four,  the 
financial  schedules  referred  to  above  do  not  present  fairly,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1,  the  results  of  operation  of  the  Judicial  Branch  for  each  of  the 
two  fiscal  years  ending  June  30,  1989  and  1990. 


submitted. 


Respectfully  submitted. 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


February  25,  1991 
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JUDICIAL  BRANCH 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1990 


Special 
Revenue 
General  Fund     Fund 


FUND  BALANCE:  July  1,  1988 

ADDITIONS: 

Fiscal  Year  1988-89 
Budgeted  Revenue 

Nonbudgeted  Revenue  &  Transfers  In 
Direct  Entries  to  Fund  Balance 
Support  From  State  of  Montana 
Cash  Transfers  In 
Prior  Year  Expenditure  Adjustments 

Fiscal  Year  1989-90 
Budgeted  Revenue 

Nonbudgeted  Revenue  &  Transfers  In 
Direct  Entries  to  Fund  Balance 
Support  From  State  of  Montana 
Cash  Transfers  In 
Total  Additions 


0 


$   111,276^ 
11,870 
39 
4,146,060 


328,663 

3,530 

735 

4,450,992 

9.053.165 


2 


$  11.542 


$133, 176^ 


395,297^ 
7,534 


5,082^ 


418.060* 
959.149 


REDUCTIONS : 

Fiscal  Year  1988-89 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1989-90 
Budgeted  Expenditures 
Prior  Year  Expenditure  Adjustments 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 
Total  Reductions 

FUND  BALANCE:  June  30,  1990 


4, 

,264 

,689 

550,168 

3, 

,594 

962 

2,007 
5,848 

4, 

,778 

,026 

429,269 

5 

,884 
10 

195 
735 

9, 

,053 

.165 

988.222 

$_ 

0 

$(17,531) 

See  note  5. 
See  note  6. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting 
System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  24  through  26. 
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JUDICIAL  BRANCH 

SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1990 


Licenses 

and 

Permits 


Charges 

For 

Services 


Grants, 
Contracts, 
Donations 


Federal     Total 


Fiscal  Year  1989-90 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  70,000 
98.031 

S  28.031 


$  885,400 
230.632 


$  955,400 
328.663 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$   5,500 
5,082 


(418) 


$   5,500 
5,082 


Fiscal  Year  1988-89 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  80,000 
54.485 


$  52,978 
56.791 

$   3.813 


$132,978 

111.276 

$(21.702) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$  168,000 
123.277 


$  47,200 
5,600^ 


$10,000   $225,200 
4.299    133.176 


$  (44.723)   $(41.600) 


See  note  6. 
2 
See  note  3. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  24  through  26. 
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JUDICIAL  BRANCH 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  AND  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1990 


Judiciary 


Boards  and 
Comnissions 


Law 
Library 


District 

Court 

Operations 


Water  Courts 
Supervision 


Total 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 


I     970,524 

1,351 

177. 35A 

1,K9.229 


$  71,822 

15.260 
87.082 


$137,913 

31.613 
169.526 


$1,865,020 

29,516 

316.061 

2.210.597 


$263,359 

152 

53.451 

316.962 


$3,308,638 

31,019 

593.739 

3.933.396 


OPERATING  EXPENSES 
Other  Services 
Supplies  &  Materials 
Conmunications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Goods  Purchased  For  Resale 
Total 


60,494 

69,021 

150,980 

54,103 

11,621 

14,199 

35,626 

6,696 

15,739 

21,347 

37,403 

3,714 

86,048 

2,944 

67,864 

15,054 

427 

8,997 

50,296 

180 

7,315 

(7) 

322.961 


128,292 


268.808 


6,124 

7,652 

1,548 

94,157 

8,831 
16,016 

134.328 


8,455 

295,074 

8,703 

96,278 

32,683 

92,292 

2,346 

158,967 

48,359 

205,215 

6,561 

39,870 

3,753 

77,560 

^7) 

110.860 


965 . 249 


EQUIPMENT  AND  INTANGIBLE 
Equipment 
Intangible  Assets 
Total 

TOTAL  PROGRAM  EXPENDITURES 


64,220 
11.453 
75.673 


$1.547.863 


450 

41 


491 


$215,864 


225,244 


1,000 
4.796 


5.796 


1,447 


1.447 


292,361 

16.290 

308.651 


$2.350.721     $429.269   $5.207.295 


GENERAL  FUND 

Budgeted  $1,560,540 

Actual  1.547.863 

Unspent  Budget  Authority     $   12.677 


$696,642 

663.578 

$  33.064 


$2,351,192 

2.350.721 

$     471 


$4,824,265 

4.778.026 

$   46.239 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$433,634 

429.269 

$  4.365 


433,634 

429.269 

4.365 


See  note  6. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided 
in  the  notes  to  the  financial  schedules  on  pages  24  through  26. 
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JUDICIAL  BRANCH 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  OBJECT  AND  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1989 


PERSONAL  SERVICES 
Salaries 

Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Communications 
Travel 
Rent 

Repair  &  Maintenance 
Other  Expenses 
Total 


269.922    94.540 


259.907 


K1.68A 


87.741 


District 

Boards  and 

Law 
Library 

Court 

Water  Courts 

Judiciary 

Commissions 

Operations 

Supervision 

Total 

$  901,481 

$  64,933 

$147,061 

$1,777,197 

$252,953 

$3,143,625 

86 

22,085 

22,171 

156.663 

13.714 

32.694 

290.992 

48.835 

542.898 

1.058.144 

78.733 

179.755 

2.090.274 

301.788 

3.708.694 

56,006 

51,137 

138,172 

8,092 

2,381 

255,788 

48,474 

7,902 

13,267 

17,176 

11,147 

97,966 

30,464 

6,365 

17,818 

3,021 

26,639 

84,307 

21,187 

26,909 

4,204 

94,036 

2,676 

149,012 

72,026 

992 

68,412 

43 

31,290 

172,763 

12,126 

1,096 

10,258 

5,215 

12,436 

41,131 

29.639 

139 

7.776 

14.101 

1.172 

52.827 

853.794 


EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment  13,002 

Intangible  Assets  1.111 

Total  14.113 


TOTAL  PROGRAM  EXPENDITURES 


7,728 

616 

8.344 


$1.342.179   $181.617 


212,391 

212.391 

$652,053 


11,609 

1.976 

13.585 


$2.245.543 


3,936 


3.936 


$393.465 


248,666 

3.703 

252.369 


$4.814.857 


GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


$1,350,267   $181,623    $502,114    $2,246,199 

1.335.434    181.617    502.095     2.245.543 

$   14_^33   $ 6    $_    19    $     656 


$4,280,203 

4.264.689 

$   15.514 


SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 


6,745 
6^745 


$190,757 

149.958 

$  40,799 


$469,664 

393.465 

$  76.199 


$  667,166 

550.168 

$  116.998 


See  note  6. 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
the  notes  to  the  financial  schedules  on  pages  24  through  26. 


Additional  information  is  provided  in 
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Notes  to  the  Financial  Schedules 

For  the  Two  Fiscal  Years  Ended  June  30,  1990 


1.      Summary  or  Significant 
Aca>unting  Policies 


Basis  of  Accounting 


The  Judicial  Branch  uses  the  modified  accrual  basis  of 
accounting,  as  defined  by  generally  accepted  accounting 
principles,  for  its  Governmental  Funds.    In  applying  the 
modified  accrual  basis,  the  branch  records: 

Revenues  when  it  receives  cash  or  when  receipts  are 
measurable  and  available  to  pay  current  period  liabilities. 

Expenditures  for  valid  obligations  when  the  branch  incurs 
the  related  liability  and  it  is  measurable. 

The  following  additional  items  are  considered  valid  obligations 
or  expenditures  under  state  accounting  policy: 

The  entire  budgeted  service  contract  even  though  the 
branch  received  the  services  in  a  subsequent  fiscal  year. 

Goods  ordered  with  a  purchase  order  before  fiscal  year- 
end,  but  not  received  as  of  fiscal  year-end. 

Equipment  ordered  with  a  purchase  order  before  fiscal 
year-end. 

State  accounting  policy  also  requires  the  branch  to  record  the 
cost  of  employees'  annual  leave  and  sick  leave  when  used  or 
paid. 


Basis  of  Presentation 


The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  without  adjustment. 
Accounts  are  organized  in  funds  according  to  state  law.   The 
branch  uses  the  following  funds: 


Governmental  Funds 


General  Fund  -  to  account  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 


Special  Revenue  Fund  -  to  account  for  proceeds  of  specific 
revenue  sources  legally  restricted  to  expenditures  for  specific 
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Notes  to  the  Financial  Schedules 


purposes.   The  branch's  Special  Revenue  Funds  include  law 
library,  water  courts,  and  federal  grants  in  fiscal  year  1988-89. 
In  fiscal  year  1989-90,  only  water  courts  was  included  in  the 
Special  Revenue  Fund. 


Annual  and  Sick  Leave 


Employees  at  the  branch  accumulate  both  annual  and  sick  leave. 
The  branch  pays  employees  for  100  percent  of  unused  annual 
and  25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  annual  and  sick  leave  are  not 
reflected  in  the  accompanying  financial  schedules.   The  branch 
absorbs  expenditures  for  termination  pay  in  its  annual  opera- 
tional costs.    At  June  30,  1990,  the  branch  had  a  liability  of 
$72,059. 


Pension  Plan 


Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS)  or  the  Montana  Judges'  Retirement 
System  (MJRS).   The  branch's  contributions  to  these  plans  are 
shown  below: 


Fiscal  Year 
1988-89 

Fiscal  Year 
1989-90 

PERS 
MJRS 

Total 

$  46,855 

124.868 

$171,723 

$  53,020 

131.071 

$184,091 

Revenues  and  expenditures  related  to  the  Montana  Judges' 
Retirement  System  (MJRS)  are  not  recorded  in  the  accounting 
records  of  the  branch.   Costs  of  approximately  $513,275  for 
fiscal  year  1988-89  and  $546,412  for  fiscal  year  1989-90  for 
providing  funding  of  the  MJRS  are  not  reflected  in  the  amounts 
above  as  a  result  of  current  accounting  procedures.   The 
contribution  source  for  these  moneys  is  district  and  Supreme 
Court  fees.   The  branch  established  a  revenue  estimate  of 
$644,800  for  the  court  fees  but  did  not  record  the  revenue. 
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Notes  to  the  Financial  Schedules 


General  Fund  Balance 


The  General  Fund  is  a  statewide  fund.    Agencies  do  not  have  a 
separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  statewide  General  Fund  within  their 
appropriation  limits.   Thus,  on  an  agency's  schedules,  the 
General  Fund  beginning  and  ending  fund  balance  will  always  be 
zero. 


Cash  Transfers 


Cash  transfers  of  $395,297  and  $418,060  in  fiscal  years  1988-89 
and  1989-90,  respectively,  occurred  in  the  Water  Development 
Special  Revenue  Fund.   The  Judicial  Branch  shares  the  account- 
ing entity  with  the  Department  of  Natural  Resources  and 
Conservation  (DNRC).    DNRC  records  the  revenue  and  cash  and 
the  branch  records  the  expenditures.    Because  of  combined  use 
of  the  accounting  entity,  cash  transfers  are  necessary  to  return 
the  cash  balance  to  zero  at  year-end. 


6.     Funding  Change 


Revenues  and  expenditures  related  to  legal  research  at  the 
law  library  were  recorded  in  the  Special  Revenue  Fund  in 
fiscal  year  1988-89.    As  a  result  of  legislation,  this  activity 
was  recorded  in  the  General  Fund  in  fiscal  year  1989-90. 
Amounts  recorded  for  legal  research  in  the  law  library 
program  are  as  follows: 


Fiscal  Year 
1988-89 


Fiscal  Year 
1989-90 


Charges  for  Services 

Revenue  $119,193  $132,857 

Expenditures  124,927  134,083 


The  law  library  received  and  expended  a  private  grant  to 
fund  the  Montana  Faxnet  project  in  fiscal  year  1988-89. 
Grant  revenue  of  $5,600  and  expenditures  of  $25,031  were 
recorded  in  the  Special  Revenue  Fund. 
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The  Supreme  Court  of  Montana 

Office  of  the  Court  Administrator 


JIMOPPEDAHL 
Court  Administrator 


April  26,  1991 

Mr.  Scott  A.  Seacat,  Legislative  Auditor 
Office  of  the  Legislative  Auditor 
Room  135,  State  Capitol 
Helena,  Montana   59601 

Dear  Scott: 


JUSTICE  BUILDINd       ROOM  :il5 

215  NORTH  SANDERS 

HELENA.  MONTANA  59620-:!001 

TELEPHONE  1400)  444  2(i2l 


r 


APR  26  1991 


'i  i   .; 


The  following  is  in  response  to  the  April  1991  Financial- 
Compliance  Audit  for  the  Judicial  Branch  for  the  two  fiscal  years 
ended  June  30,  1990. 

Recommendation  #1 

Record  revenue  and  costs  associated  with  the  Montana  Judges 
Retirement  System. 

Response:   Concur.   This  is  being  done  this  Session  in  HB  423. 

Recommendation  #2 

Establish  procedures  to  ensure  collections  are  accounted  for 
and  deposits  are  made  according  to  state  law. 

Response:  Concur.  Will  implement  procedures  in  conjunction  with 
the  Law  Library  to  date  stamp  and  restrictively  endorse  checks  and 
establish  minimun  deposits  on  every  Tuesday  and  Friday  and  verify 
the  collection/deposit  reports  between  Court  Administration  and  the 
Law  Library. 

Recommendation  #3 

Implement  procedures  to  ensure: 

A.  Employees  cannot  record  and  approve  a  transaction. 
Response:   Concur. 

B.  ACF2  access  violation  reports  are  review  by  someone  other 
than  the  security  officer. 

Response:   Concur. 

Recommendation  #4 
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Recommendation  #4 

We  rec.ommend  the  branch: 

A.  Research  whether  meal  reimbursements  and  personal  use  of 
vehicles  provided  to  district  judges  are  taxable  income  to  the 
judges. 

Response:   See  response  under  B.  below. 

B.  If  determined  to  be  taxable  income,  establish  procedures 
to  ensure  that  taxable  reimbursements  and  taxable  fringe 
benefits  to  judges  are  reported. 

Response:  Concur.  This  is  a  tax  question  for  which  this  branch 
has  no  expertise  and  the  issue  affects  all  agencies  of  government. 
We  believe  that  the  state  should  employ  a  CPA  to  "research"  this 
question  and  then  obtain  a  ruling  from  the  IRS  to  determine  what 
a  state  agency  is  required  to  do  in  reporting  to  the  IRS. 

Recommendation  #5 

Submit  operating  plan  amendments  to  ensure  compliance  with 
appropriation  laws. 

Response:   Concur 

Recommendation  #6 

Implement  review  procedures  to  ensure  all  financial  activity 
is  recorded  correctly  on  SBAS  in  accordance  with  state  law. 

Response:   Concur 

Recommendation  #7 

Seek  legislation  to  change  the  number  of  members  of  the  Board 
of  Bar  Examiners  or  grant  the  Supreme  Court  authority  to 
determine  the  number  of  members  on  the  board. 

Response:   Concur 


Recommendation  #8 

Work  with  the  Legislature  to  obtain  authority  to  charge 
personal  services  expenditures  to  the  programs  that 
receive  the  benefit. 

Response:   Concur 
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As  in  previous  years,  this  office  very  much  appreciates  the  help 
of  the  Legislative  Auditor's  office  and  the  professionalism  of  your 
staff.  Please  contact  me  if  there  is  anything  else  that  I  can 
provide. 
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